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Welcome

This Annual Report for 2022 reflects our twenty-first year of providing

independent dispute resolution to ensure fair treatment for all.




Foreword from our chair

During 2022 we transitioned from a post-pandemic world to one in which the cost-of-living has increased
dramatically. It has been a particularly difficult time for businesses and consumers, and we continue to work to
support consumers and suppliers to resolve disputes.

From a strategic perspective, the leadership team has set out a clear direction for the future. We're focusing
with renewed vigour on our role to support day to day resolution, identify root causes and provide direction
to suppliers to solve systemic issues.

Our colleagues have dealt with situations at times as consumers have struggled with unprecedented increases
in their household energy bills. In order to be able to support consumers as quickly as possible we recruited
additional case workers from across the UK into the business to help manage increasing case

numbers.

Our values represent the way we work and how we aspire to be. Through a focus on balance, openness,
empathy and courage, we aim to create a culture which promotes fairness and the pursuit of excellence, while

encouraging all colleagues to be human and empathetic.

We look forward to building on the successes and learnings gained as Ombudsman Services, respectively this
report represents the last we will publish as Ombudsman Services.

Lord Clement
Jones CBE

Chair of the board
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Chief Executive’s Overview

Ombudsman Service Limited is a not-for-profit organisation that provides a free and independent
dispute resolution between suppliers subscribed to our service (in the energy and communications
sectors] and the businesses and consumers that use their services.
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Strategy
We've focused on three strategic goals to deliver our purpose and to enhance the quality of our capabilities:
e Extending our Reach to all stakeholders.

e Creating a Reputation for building, maintaining and restoring trust.
e Expanding the Role we play with our existing stakeholders and extending our Remit to serve multiple markets.

The Target Operating Model Transition

We've successfully transitioned to our new Operating Model and are on a journey of continuous improvement to
enhance the overall consumer experience. We aim to provide a clear and transparent service for consumers and
suppliers with one point of contact throughout their case, delivering improved communication, consistency and
quality service.

We aim to deepen our understanding of consumer challenges by leveraging data to gain more insight into the

issues they face. Alongside this we’ll continue to work closely with suppliers and providers to address specific
business and/or systemic industry-wide issues.

Structure

During the year, we continued to develop our leadership team to ensure it was aligned to our future ambitions.
This ongoing commitment to develop the team resulted in the creation of a new level of leaders in the

Operations function. These new leaders are responsible for delivering the new target operating model and
managing each community to deliver a consistent experience for stakeholders.
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Challenges

Significant economic pressures along with rising inflation rates, cost of living and energy cost increases have
led to growing pressure for consumers and energy suppliers alike. This has had a considerable impact on the
volume of energy cases we received in 2022. We were well-placed to respond to this increase through our
on-going forecasting and planning programme and by leveraging our flexible resources unit to deal with over
30% more energy cases.

Finances

2022 saw The Ombudsman Service Limited reporting a deficit, after taxation of £1,304,557 for the year. We've
maintained reserves in line with our policy of three to six months cover of total costs.

This result was in line with the board’s expectations based on the additional challenges relating to volume
increases in the energy market. This led to additional costs to recruit and train colleagues to meet demand. We
absorbed £204,000 of bad debt for 2022, further supporting the markets we operate in during these difficult
periods for both consumers and suppliers.

(\\

Matthew Vickers

Chief Executive
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Our year in numbers

206,000 Consumer
enquiries

10% decrease
In communications
cases

With a focus on:

Resolving Helping Collaborating

a better industry wide
service issues

with suppliers and
providers
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Consumer Experience

Our annual Consumer Action Monitor (CAM] report helps us gain insight into the issues that matter most to
consumers. Now in its ninth year, the CAM report is the most comprehensive multi-sector survey of its kind in
the UK.

As part of 2022’s research process, a quota sampling approach was taken to survey a representative selection

of adults in England, Scotland, and Wales, to integrate a wider demographic detail. Acquiring data such as age,
ethnicity, marital status, gender, vulnerability, disability, employment, socioeconomic group, and education level,
allowed us to deepen our understanding of how these factors could impact consumer attitudes.

The 2022 CAM report reflected some interesting trends in consumer attitudes towards complaining, with the mean
number of complaints per person rising to 3.4 in November 2022, compared to 2.7 in June 2021.

60% 82%

of respondents confirmed that they would be believed a well-handled dispute would
willing to take a complaint to a third party if increase their loyalty towards a product or
their dispute was not resolved by a supplier service provider

The mean number of complaints per person continues the upward trend

Following a drop in complaints at the height of the pandemic, numbers have steadily risen since June 2021.

Mean number of complaints per person

2014 2015 2016 2017 2018 2019 2020 2020 2020 2021 2021 2022 2022
March May Sept June Nov Apr Nov
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Our experience scores with consumers (B2C)

75.8% | 24.8 | 55.5

NPS

2.6 decrease
since 2020

CSAT CES

1% point increase 3.8 decrease . ‘ ’

since 2020 since 2020

(Customer Satisfaction Score] (Customer Effort Score) (Net Promotor Score)

Since launching our business to consumer (B2C] surveys in 2020, we've received over 70,000 responses across the
energy and communications sectors. These responses detail how consumers feel about our processes and
people, and also allow us to gather insight in the end-to-end consumer journey.

Through these surveys, we've had real-time access to consumer feedback, which not only allowed us to identify
trends across the business and industries we operate in, but has also helped us take immediate action for
consumers who've advised us that they need additional support or help when using our services.

Since the introduction of the new operating model, it is clear from feedback that consumers value having a single

point of contact throughout their dispute from beginning to the end, and with it, opportunity for more frequent
communication. We've also fed the 2022 results into our Continuous Improvement programme for 2023.

Supplier Experience

Our experience scores with suppliers (B2B)

82.1% | 38.6 |41.3

NPS

28 increase
since 2020

CSAT CES

1.9% point increase 15.7 increase ’ . .

since 2020 since 2020

(Customer Satisfaction Score] (Customer Effort Score) (Net Promotor Score])

Responses to our B2B and B2C experience surveys show that, whilst there have been challenges, our service has

remained consistent. We've committed to continuous improvement and continually look for ways to enhance the
customer experience. Operational changes we've made have been driven by this aim and this will continue to be
the case in 2023.
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Service complaints

The Customer Relations team handled 993 service
complaints in 2022, which is a notable reduction
compared to 2020 and 2021. We upheld 82% of
consumer complaints received in 2022, which was
down from 86% in 2021.

Moving forward

Our customer experience team is now part of the
communications department which allows us to work
collaboratively on enhancing consumer digital
experience. We're taking steps to embed customer
experience into our non-customer facing units and
help them influence positive change within their areas
to benefit the business.

Early signs indicate of that the new operating model is
being received positively by consumers. The feedback
we receive via our surveys will continue to be fed into
the business for continuous improvement purposes.
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Colleague Experience

Engagement

We continued to work hard on improving colleague engagement and this was reflected in our Great Place to
Work survey scores. The 2022 survey was held in November and saw a colleague participation rate of 89 per cent,
which is the highest for Ombudsman Services since the survey was introduced in 2018.

We also saw our Trust Index score increase further to 82 per cent, certifying us as a Great Place to Work again.
We’ve been on an incredible journey and continue to strive to improve year on year.

We held focus groups mid-year with colleagues from all areas of the business to hear their views and
understand how we could improve as an employer. The feedback was invaluable, and we were able to action
three key areas:

e areview of the benefits system
e more focus on training needs in 1-2-1 conversations
e more regular and consistent communications

Development

To support new ways of working and with the aim of further improving our service to consumers, we invested in a
dedicated Academy to provide in-house training for colleagues, which included:

e operational training focused on our new ways of working
e mindset module to focus colleagues on working in line with our values and behaviours. The three-day
mindset module has also been rolled out across the organisation and received positive feedback.

Work has also started on producing a Leadership Development Programme which will be launched early 2023.

All people managers will be invited to attend this programme and all modules will be included in future
management induction programmes.
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Recognising Colleagues
We encourage all managers to recognise colleagues that perform above expectations.

In October we held our second all-colleague conference in Manchester, where our senior leadership team shared
information about our strategy and key business initiatives. This was also a time for recognition as we celebrated
our long-serving colleagues and presented the annual People Awards to colleagues who'd gone above and
beyond what is expected in their day-to-day roles and who demonstrated a commitment to our values.

The nominations of the awards came from all colleagues who got a chance to nominate their fellow colleagues
and leaders alike, with a focus on the company values.

Reward

Our aim has always been to recruit and retain the best people for our business. Therefore it’'s important to ensure
that our colleagues are rewarded fairly for the good work they do and that we are competitive with the markets in
which we operate.

In 2022, we started work on an external benchmarking and calibration exercise which meant that we were able to
reflect our findings during the salary review process at year-end and adjust salaries where required.
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Wellbeing

During the year we introduced a number of measures that continue to improve the wellbeing of colleagues -
these included legal and financial advice services, a colleague welfare clinic and free flu jabs.

Mental health continues to be a priority for the business, and we now have eight trained mental health first aiders
to support our colleagues.

Colleague health and safety is of paramount importance to us and therefore, ensuring that colleagues have the
correct equipment to carry out their roles is key. To this end we carry out DSE assessments as a matter of course
on an on-going basis.

We've also continued to provide external specialist training in this area and now have 36 trained first aiders, 28
trained fire marshals, 10 staff trained in the use of on-site defibrillators, and 18 trained in the safe use of
evacuation chairs.

We also have an external health and safety partner to provide specialist advice, support, and training along with
approved accredited contractors to ensure compliance, and an in-house Facilities team who promote best
practice to ensure that all relevant policies and procedures are adhered to.

Workplace Strategy

As the numbers of cases we were managing increased, we recruited more case handlers to ensure that we
were able to support consumers and suppliers effectively and efficiently. Whilst some of these colleagues were
recruited on home working contracts, we have evolved our workplace strategy in line with the needs of all our
stakeholders.

So in 2022, most teams worked in a hybrid fashion which enabled colleagues to have the flexibility to work from
home while also benefiting from face-to-face time with their communities.
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Independent Assessor’s Report

The Independent Assessor investigates complaints raised about our free service using the terms of reference provided by
the Board. Each year the Independent Assessor publishes a report into the service complaints that have been concluded.

Summary annual report of the Independent Assessor 2022

Complaints to the Independent Assessor increased from 138 (0.17% of accepted cases) in 2021 to 181 (0.21% of accepted
cases) in 2022.

The increase in complaints to the Independent assessor was considered to be mainly due to the sector dynamics, which
included a number of companies merging or going into receivership.

Of the 181 complaints, 56% were upheld, 34% justified and 10% not upheld.

The areas of complaint were Recommendations for our areas to
consistent with the last four years: improve included:

- Remedy implementation - Apologies

- Reasonable adjustments - Learnings feedback

- Incorrect case closure - Further explanation of provider

- Post decision reviews case findings

Forward focus
e The Customer Relations team will support the business to continually improve its services and reduce
complaints by sharing data and providing guidance.

e The move to a new operating model is expected to have positive impact on the customer experience,
which again may reduce the level of complaints from customers.

e The Independent Assessor and the Customer Relations team are working to find ways to collaborate
more effectively while maintaining impartiality.
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Our priorities for 2023-2024

We have had approval from the Board to move to a Group structure in 2023. The purpose of the group
will be to:

To build, maintain and restore trust and confidence between consumers and businesses

We aid consumer understanding & confidence in a society which is more connected, disrupted and focused
on sustainability

We support consumers and suppliers independently and fairly without favouritism or discrimination;

By striving to have a deep understanding of consumer behaviour

By helping suppliers improve service, change culture & build confidence

By helping industries resolve systemic industry-wide issues

e By using technology and analysing data to improve services and reduce detriment

We will continue to focus on the three strategic goals to deliver this purpose and enhance the quality of
our capabilities.

e Extending our Reach to all stakeholders.

e Creating a Reputation for building, maintaining and restoring trust.

e Expanding the Role we play with our existing stakeholders and extending our Remit to serve
multiple markets.
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THE OMBUDSMAN SERVICE LIMITED
STRATEGIC REPORT | FOR THE YEAR ENDED 31 DECEMBER 2022

The directors present the strategic report and financial statements for the year ended 31 December 2022.
Review of the Business

The Ombudsman Service Limited is a not-for-distributable-profit company which provides independent dispute
resolution nationally for the Energy and Communications sectors. The business also administers the Parking on
Private Land Appeals [POPLA] service on behalf of the British Parking Association.

Between January and December 2022, we handled just over 206,000 initial queries from consumers enquiring
about our service. Of those cases which came within our terms of reference, we investigated and resolved
88,375 cases. The number of energy cases we received increased by 24% in 2022, while communications cases
decreased by 10% from the previous year.

In summary, energy case volumes have been driven by the cost of wholesale prices and the price cap caused
by external market conditions. Cost of living, the consumer price index and government support schemes have
all contributed to the rising volumes. The Ombudsman Service Limited has continued to maintain its service level
requirements to assist consumers by recruiting more people to join our Operations teams and realising quality
improvements from the implementation of a new operating model. These strategies incurred additional costs to
enable us to support consumers in the best possible way.

The business invested in recruitment and training in H1 to enable increased output in H2 leading to stronger case
through put and financial results. This framework is now enabling us to react to the on-going challenges of rising
costs in all sectors quickly and efficiently and is part of our on-going commitment to building trust for the future.

Digital Network Responsibility Limited, a wholly owned subsidiary of The Ombudsman Service Limited launched in
2022 trading as the Internet Commission. It is a digital regulation venture to support and develop our IT and online
safety. It is currently developing commercial options for the future as we continue to look at initiatives to drive
quality, efficiencies, and trust in this marketplace.

In recognition of the on-going challenges faced by suppliers, we've liaised closely with Ofgem and Ofcom and

agreed new ways of working to help suppliers bolster their own front-line operations and focus their resources

on helping their consumers. We support both Ofgem’s and Ofcom’s continued work within their core regulatory
functions, and building on this, aim to work with them make the retail markets fit for the future.

Within the energy sector we've had to consider the primary impacts in the market, including rising costs and
preparing for issues around affordability and supporting government schemes around energy and heat networks.

As the market evolves, it's imperative that we keep our remit up-to-date to deliver net zero; protect consumers,
particularly those in vulnerable situations; and provide them with a safe, reliable source of energy. We're also
supporting Ofgem’s work with the Department for Energy Security and Net-Zero looking into EV energy flexibility
and setting out a vision for EV smart charging. In order to build consumer trust and confidence in adopting new
technologies and adjusting to future energy changes, we think it is important to lay the groundwork now.

Within the communications market we’'ve worked with Ofcom on online safety, and we were pleased to agree a
new working relationship with O2 and Virgin Media. Within the parking sector, we’'ve improved case management
through our Lumin Technology in preparation for a single appeals scheme.

The cost-of-living crisis has also been a testing time for our colleagues; we’'ve worked hard to support our people
throughout 2022, implementing several colleague engagement and wellbeing initiatives. The Board is pleased to
report that The Ombudsman Service Limited has received formal accreditation as a ‘Great Place to Work’ based on
its 2022 employee survey and has been included in the Top 50 of the UK’s Best Workplaces for large companies.

We continued to develop our operating model throughout 2022 as part of our continuous improvement initiative
aimed at enhancing the consumer journey. This included establishing an internal training academy to support
colleague development. The Board is pleased that the investment made in additional colleague training and
development has been reflected in our improved customer satisfaction scores.
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THE OMBUDSMAN SERVICE LIMITED
STRATEGIC REPORT (CONTINUED) | FOR THE YEAR ENDED 31 DECEMBER 2022

Principal activities and business review (Continued)

Throughout 2022, we continued to implement our strategic options for the future. The Board had approved three
areas of strategic focus around Alternative Dispute Resolution (ADR] consolidation, diversification and broadening
the energy remit. As the market moves from being commodity to service-based, and with technological
developments such as electric vehicles, we believe there’'s more need than ever for consumer protection to keep
pace with these advances.

Despite the challenges of increased volumes, we’ve maintained momentum in our strategic planning as well as
focusing on our people and supporting our customers throughout 2022.

Results

The Ombudsman Service Limited recorded a loss, after taxation, of £1,304,557 for the year. This was in line with
the Board’s expectations of achieving a result that is between break-even and a deficit based on the additional
challenges relating to volumes increases in the energy market. This led to additional costs to recruit and train
colleagues to support the continuing rise in energy cases.

£204,000 of bad debt incurred was in 2022. £202,000 (99%)] of this related to Together Energy Ltd and UK Energy
Incubator Hub Ltd, which both went into administration in 2022. The business was able to absorb this bad debt for
the third year running, and supporting the energy market with reducing operating costs where we could despite
our loss position, the business had no need to mutualise these across the energy sector. The Directors continue
to focus on cash collection and reducing aged debt to minimise this risk. The Ombudsman Service Limited has
absorbed the impacts of supplier failure for the past 3 years totalling over £1m of written off debt as we continue
to support the energy sector through these difficult periods.

The business has been able to maintain a level of reserves in line with the reserves policy set by the Board. The
policy aims to cover a range of three to six months total costs to enable the business the to deal with sudden
increases or decreases in case volumes, and to invest to sustain a quality service to all sectors.

Annual Report 2022 23



THE OMBUDSMAN SERVICE LIMITED
STRATEGIC REPORT (CONTINUED) | FOR THE YEAR ENDED 31 DECEMBER 2022

Risk

Risk Management forms part of the Board’s system of governance, contributing to and protecting the performance
of the business. The Ombudsman Service Limited recognises that risk management is an important tool and
therefore has a robust framework in place to facilitate controlled risk-taking. This includes regular risk reviews by
senior management, with the most significant corporate risks considered by the Audit and Risk Committee and
Board as appropriate.

A key risk to the business is the variability in case volumes driven by factors which are outside its control, such

the volume of cases in the energy market caused by pricing issues. This risk is mitigated by on-going forecasting
and planning to ensure the business remains financially sound and can provide an effective service to all its
stakeholders. Additional resource has been put in place to manage increased volumes and assist with maintaining
key performance indicators.

Given the significant investment in implementation, the operational change risks will also be a continued focus for
the Committee in the coming year.

Internal audit

The Board recognises the need for independent assurance as part of the third line of defence, ensuring that first
line management controls and the second line Risk and Compliance functions are operating effectively.

To ensure a continued robust system of internal audit, an in-house internal auditor continues to provide
independent assurance to the Audit and Risk Committee. Reports provided to the Board include risk management,
governance, and internal control processes across the business.

The Board, through the Audit and Risk Committee, have agreed a risk-based audit programme for 2023 and will
continue to monitor assurance needs and identify areas for focused review during the year.

Our people

The board remains committed to the wellbeing and development of our colleagues and we’ll continue our drive
to ensure that we deliver a first-class service for consumers and stakeholders during these unprecedented times.

Coming out of the other side of the pandemic in 2022, we're now presented with a different set of challenges, this
time related to the cost of living. New wellbeing initiatives were introduced with the aim of reducing the financial
challenges faced as costs continued to soar. Our ongoing focus on development increased further during 2022
with the launch of the operational training programmes. Further investment in our Academy resource will enable
additional focus across the business in 2023 and see the launch of the Leadership Development Programme for all
our people managers.

In 2022, we're pleased to further improve our ranking in the Great Place to Work lists in 2022, reaching 38th in the
UK Greatest Places to Work list and 28th in the UK Wellbeing list. A record 89 per cent of colleagues took part in
the 2022 survey to share their views which helps to shape the focus for further improvement going forward.

Diversity, Inclusion and Additional Support

We continue to make progress towards ensuring our services are accessible to everyone whilst taking steps to our
strategic goal of broadening our Reach will be critical as we move forward.

Our aim is to become a legitimate, trustworthy organisation through our Reach and Access work, all the time
ensuring all our stakeholders are central to our plans. We work closely with the Board, SLT and across the
organisation to deliver the necessary change.
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THE OMBUDSMAN SERVICE LIMITED
STRATEGIC REPORT (CONTINUED) | FOR THE YEAR ENDED 31 DECEMBER 2022

Diversity, Inclusion and Additional Support (Continued)

We have made significant developments to help us build trust in 2022 by bolstering our Legitimacy team with
three new colleagues each with responsibility for:

e Reach and Access;
¢ Wellbeing; and
e Community and Environment

To ensure our decisions are data-led, we have continued to gather consumer and colleague data to ensure

we know the profiles of both groups. Due to delays in census 2021 data being released we have been unable

to complete comparison against national profiles. This will be a priority in 2023. However, we have made
improvements in our data gathering for consumers by ensuring our CMS systems enables timely data-gathering at
the point of case submission.

Our Academy Team has delivered foundation Inclusion and Additional Support training to all colleagues as part of
the Mindset and Operating Model changes. We have created an Intermediate Additional Support training package
for all colleagues in operations to advance their learning and confidence. This package includes introducing
Working Together principles, identification and classification of Additional Support needs, responding to
consumer support requirements and personal wellbeing.

We continue to mark key events in our cultural calendar to celebrate and educate. In 2022, we marked
International Women'’s Day, Pride, Black History Month and International Men’s Day with colleague participation,
speaker sessions, colleague content and community support initiatives.

We know how important our colleagues are to the work we do and their wellbeing is key to this . As such we
support them to be their best at work and home. To help colleagues with life’s challenges we have created a suite
of welfare provisions including legal, financial and circumstantial support.

The Board takes a close interest in ensuring that the business has the right talent in the right roles, regardless of
background and The Ombudsman Service Limited continues to meet gender pay reporting requirements

Environmental responsibilities

The Board takes its environmental responsibilities seriously and is committed to reducing the impact the business
has on the environment.

We continue to work with a waste service company to enable us to ensure that none of our physical waste goes
to landfill. 45% is recycled, 21% goes to be anaerobically digested to create energy (food waste) and 34% is
processed at a waste to energy facility.

Through our ongoing relationship with energy and carbon consultants, Envantage, we've laid out our approach
to establishing our Net Zero strategy and reduce our impact on the environment. In 2022, we completed
extensive Green House Gas reporting which established that commuting and working from home are the main
contributors to our emissions- 100% of which are Scope 3. This data gives us a solid baseline with which to build
our commitments around moving forward.
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THE OMBUDSMAN SERVICE LIMITED
STRATEGIC REPORT (CONTINUED) | FOR THE YEAR ENDED 31 DECEMBER 2022

Corporate Social Responsibility

The Board supports the community work the organisation undertakes. In 2022 we delivered a refreshed approach
to make a difference in our local areas of Halton and Warrington and contribution to:

. Inclusion;

. Reducing Hardship;
. Environment; and

o Local School Kids

We welcomed 3 new local charities: ‘Camp Project Wales', ‘Halton Women’s Centre’ and ‘Mersey Forest’. We
started a new relationship with ‘The Cares Family’ to make a difference at a more regional level. We are delighted
to continue our long-term relationship with ‘Warrington Foodbank’ who have been a charitable partner for several
years. The work we have done with these charities had the following impact in 2022:

. we raised over £43,000 to our charities,
o volunteered 1,375 hours of colleague time,
. directly benefitted 657 older people and 286 children plus their families.

In December we welcomed 250 Reception and Year 1 children from seven local primary schools for a Christmas
experience. The children had a great time meeting Santa Claus, receiving presents, snacks and enjoyed other
festive activities. Our colleagues made the day memorable by donning fancy dress. We received some fantastic
feedback from the schools clearly showing their gratitude for the event we put on. We're already planning to
repeat this experience in 2023.

We will be reviewing our community work in 2023 to deliver further impact locally and regionally, and to ensure
we embed this work throughout our business structure.

On behalf of the board

?@4\(\//‘

Lord T F Clement Jones CBE
Director

29/06/2022
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THE OMBUDSMAN SERVICE LIMITED
DIRECTORS’ RESPONSIBILITIES STATEMENT | FOR THE YEAR ENDED 31 DECEMBER 2021

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law

the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair view
of the state of affairs of the business and company, and of the surplus or deficit of the business for that period. In
preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;
¢ make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
business and company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
business and company’s transactions and disclose with reasonable accuracy at any time the financial position of
the business and company and enable them to ensure that the financial statements comply with the Companies
Act 2006. They are also responsible for safeguarding the assets of the business and company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.
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THE OMBUDSMAN SERVICE LIMITED
DIRECTORS’ REPORT | FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their annual report and financial statements for the year ended 31 December 2021.

Principal activities

The principal activity of the company and Group continued to be that of independent dispute resolution.

Results and dividends

The results for the year are set out on page 13.

Directors

The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

DrM M Amos

Lord T F Clement Jones CBE
Ms J S Davenport

Mrs M L Ibbs

Mr B J Landers

Sir L W Lewis KCB

Miss L Tennant

Mr M J Vickers

Mr S A Palmer
Mrs O Sodeinde (Appointed 1 September 2021)
Mr P W Hewitt (Appointed 1 September 2021)

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of
the applicant concerned. In the event of members of staff becoming disabled, every effort is made to ensure that
their employment within the Group continues and that the appropriate training is arranged. It is the policy of the
Group that the training, career development and promotion of disabled persons should, as far as possible, be
identical to that of other employees.

Employee Involvement

The Group’s policy is to consult and discuss with employees, through unions, staff councils and at meetings,
matters likely to affect employees’ interests.

Information about matters of concern to employees is given through information bulletins and reports which seek
to achieve a common awareness on the part of all employees of the financial and economic factors affecting the
Group’s performance.

Auditor

The auditor, MHA Moore and Smalley, is deemed to be reappointed under section 487(2) of the Companies Act
2006.
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Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the auditor of the company is unaware. Additionally, the directors individually have taken all
the necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant
audit information and to establish that the auditor of the company is aware of that information.

On behalf of the board

?@4«(\/*

Lord T F Clement Jones CBE
Director

29/06/2022

Annual Report 2022 29



THE OMBUDSMAN SERVICE LIMITED
INDEPENDENT AUDITORS REPORT | TO THE MEMBERS OF THE OMBUDSMAN SERVICE LIMITED

Opinion

We have audited the financial statements of The Ombudsman Service Limited (the ‘parent company’) and

its subsidiaries (the ‘Group’] for the year ended 31 December 2021 which comprise the Group statement of
comprehensive income, the Group balance sheet, the company balance sheet, the Group statement of changes in
equity, the company statement of changes in equity, the Group statement of cash flows, the company statement
of cash flows and notes to the financial statements, including significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (United
Kingdom Generally Accepted Accounting Practice].

In our opinion the financial statements:

e give atrue and fair view of the state of the Group’s and the parent company’s affairs as at 31 December 2021
and of the Group’s surplus for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK] (ISAs (UK]) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the

audit of the financial statements section of our report. We are independent of the Group and parent company

in accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK,
including the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Group’s and parent company'’s ability
to continue as a going concern for a period of at least twelve months from when the financial statements are
authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other information

The other information comprises the information included in the annual report other than the financial statements
and our auditor’s report thereon. The directors are responsible for the other information contained within the
annual report. Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.
Our responsibility is to read the other information and, in doing so, consider whether the other information

is materially inconsistent with the financial statements or our knowledge obtained in the course of the audit,

or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent

material misstatements, we are required to determine whether this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.
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Other information (continued)

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Group and the parent company and their environment
obtained in the course of the audit, we have not identified material misstatements in the strategic report or the
directors’ report. We have nothing to report in respect of the following matters in relation to which the Companies
Act 2006 requires us to report to you if, in our opinion:

e adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us; or

e the parent company financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that

are free from material misstatement, whether due to fraud or error. In preparing the financial statements, the
directors are responsible for assessing the parent company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless the directors
either intend to liquidate the parent company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISAs (UK] will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The specific procedures for this engagement and the extent to which these are capable of
detecting irregularities, including fraud, is detailed below.
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Auditor’s responsibilities for the audit of the financial statements (continued)

e Enquiries with management about any known or suspected instances of non-compliance with laws and
regulations and fraud;

e Challenging assumptions and judgements made by management in their significant accounting estimates, in
particular in relation to provisions and future performance in light of the impact of Covid 19;

e Auditing the risk of management override of controls, including through testing journal entries and other
adjustments for appropriateness; and

e Reviewing board minutes and resolutions

Because of the field in which the client operates, we identified the following areas as those most likely to have a
material impact on the financial statements: Health and Safety; employment law, compliance with regulator KPI's
and compliance with the UK Companies Act.

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities, including
those leading to a material misstatement in the financial statements or non-compliance with regulation. This

risk increases the more that compliance with a law or regulation is removed from the events and transactions
reflected in the financial statements, as we will be less likely to become aware of instances of non-compliance.
The risk is also greater regarding irregularities occurring due to fraud rather than error, as fraud involves intentional
concealment, forgery, collusion, omission or misrepresentation.

A further description of our responsibilities is available on the Financial Reporting Council’'s website at:
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

ni,wea, T lacon

Nicola Mason (Senior Statutory Auditor)

For and on behalf of MHA Moore and Smalley
Chartered Accountants

Statutory Auditor

Richard House

9 Winckley Square
Preston

PR1 3HP

27/09/2022
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Turnover

Administrative expenses

Operating surplus
Interest receivable and similar income

Change in value of investments

Surplus before taxation
Tax on surplus

Surplus for the financial year

Surplus for the financial year is all attributable to the parent company.

Total comprehensive income for the year is all attributable to the parent company.
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Notes

10

2021 £

32,255,408
(31,900,048]

355,360

252,145

607,505
(80,801)
526,704

2020 £

27,046,871
(26,079,908])

966,963
8,319
192,249

1,167,531
(39,798])
1,127,733
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Notes

Fixed assets

Intangible assets n
Tangible assets 12
Investments 13

Current assets
Debtors 15
Cash at bank and in hand

Creditors: amounts falling due 16
within one year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due 17

after more than one year

Provisions for liabilities

Provisions 19
Deferred tax liability 20
Net assets

Capital and reserves

Income and Expenditure account

34

Group
2021 £

1,331,204

2,509,352

3,795,915

7,636,471

4,707,306

5,888,927

10,596,233

(3,887,160]

6,709,073

14,345,544

(1,323,652

(892,883)
(129,183])

(1,022,066)

11,999,826

11,999,826

2020 £

358,277

1,238,125

3,576,983

5,173,385

4,892,596

7,839,163

12,731,759

(4,309,699)

8,422,060

13,595,445

(1,232,595])

(841,879)
(47,849]

(889,728)

11,473,122

11,473,122

Company
2021 £

1,331,204

2,443,800

3,796,015

7,571,019

4,994,546

5,698,690

10,693,236

(4,069,931)

6,623,305

14,194,324

(1,323,652)

(892,883)
(111,946)

(1,004,829)

11,865,843

11,865,843

2020 £

358,277

1,196,702

3,577,083

5,132,062

4,981,929

7,836,384

12,818,313

(4,389,430]

8,428,883

13,560,945

(1,232,595])

(841,879)
(47,849)

(889,728])

11,438,622

11,438,622
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As permitted by s408 Companies Act 2006, the company has not presented its own income and expenditure
account and related notes. The company'’s surplus for the year was £427,221 (2020 - £1,093,234 surplus).

The notes on pages 18 to 35 are an integral part of these financial statements.

The financial statements were approved by the board of directors and authorised for issue on 26/09/2022
and are signed on its behalf by:

?@4«(\/*

Lord T F Clement Jones CBE
Director

29/06/2022

Company Registration No. 04351294
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Income and
expenditure £

Balance at 1 January 2020 10,345,389
Year ended 31 December 2020: 1,127,733
Surplus and total comprehensive income for the year 11,473,122
Year ended 31 December 2021 526,704

Surplus and total comprehensive income for the year

Balance at 31 December 2021 11,999,826
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Balance at 1 January 2020

Year ended 31 December 2020:

Surplus and total comprehensive income for the year

Year ended 31 December 2021

Surplus and total comprehensive income for the year

Balance at 31 December 2021
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Income and
expenditure £

10,345,389

1,093,233
11,438,622

427,221

11,865,843
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Cash flows from operating activities

Cash generated from operations

Income taxes paid

Net cash flow from operating activities

Investing activities

Purchase of intangible assets
Purchase of tangible fixed assets
Valuation changes in investments
Receipts arising from loans made

Interest received

Net cash used in investing activities

Financing activities

Proceeds to new finance issues

Net cash generated from/(used in)
financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of year

Cash and cash equivalents at
end of year

38

2021 £

(1,229,262)
(1,736,602)
(218,932)
252,145

508,717

2021 £

479,325
(5.627)

473,698

(2,932,651)

508,717

(1,950,236)

7,839,163

5,888,927

2020 £

(228,410)
(481,310)
(167,636)
192,249
8,319

2020 £

4,467,614
(29,798)

4,437,816

(676,788)

3,761,028

4,078,135

7,839,163
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1 Accounting Policies
Company information

The Ombudsman Service Limited (“the company”] is a private limited company domiciled and incorporated
in England and Wales. The registered office is 3300 Daresbury Park, Daresbury, Warrington, WA4 4HS.

The Group consists of The Ombudsman Service Limited and all of its subsidiaries.

1.1 Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the Companies
Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company. Monetary
amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention, [modified to include the
revaluation of freehold properties and to include investment properties and certain financial instruments at
fair value]. The principal accounting policies adopted are set out below.

1.2 Business combinations

In the parent company financial statements, the cost of a business combination is the fair value at the
acquisition date of the assets given, equity instruments issued and liabilities incurred or assumed, plus costs
directly attributable to the business combination. The excess of the cost of a business combination over the
fair value of the identifiable assets, liabilities and contingent liabilities acquired is recognised as goodwill.
The cost of the combination includes the estimated amount of contingent consideration that is probable
and can be measured reliably, and is adjusted for changes in contingent consideration after the acquisition
date. Provisional fair values recognised for business combinations in previous periods are adjusted
retrospectively for final fair values determined in the 12 months following the acquisition date. Investments
in subsidiaries, joint ventures and associates are accounted for at cost less impairment.

Deferred tax is recognised on differences between the value of assets (other than goodwill] and liabilities
recognised in a business combination accounted for using the purchase method and the amounts that

can be deducted or assessed for tax, considering the manner in which the carrying amount of the asset or
liability is expected to be recovered or settled. The deferred tax recognised is adjusted against goodwill or
negative goodwill.

1.3 Basis of consolidation

The consolidated Group financial statements consist of the financial statements of the parent company The
Ombudsman Service Limited together with all entities controlled by the parent company (its subsidiaries).

All financial statements are made up to 31 December 2021. Where necessary, adjustments are made to the
financial statements of subsidiaries to bring the accounting policies used into line with those used by other
members of the Group.

All intra-Group transactions, balances and unrealised gains on transactions between Group companies are
eliminated on consolidation. Unrealised losses are also eliminated unless the transaction provides evidence
of an impairment of the asset transferred.

Subsidiaries are consolidated in the Group’s financial statements from the date that control commences until
the date that control ceases.
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14

1.5

1.6

40

Accounting Policies (Continued)

Entities in which the Group holds an interest and which are jointly controlled by the Group and one or more
other venturers under a contractual arrangement are treated as joint ventures. Entities other than subsidiary
undertakings or joint ventures, in which the Group has a participating interest and over whose operating
and financial policies the Group exercises a significant influence, are treated as associates.

Investments in joint ventures and associates are carried in the Group balance sheet at cost plus post-
acquisition changes in the Group’s share of the net assets of the entity, less any impairment in value. The
carrying values of investments in joint ventures and associates include acquired goodwill.

If the Group’s share of losses in a joint venture or associate equals or exceeds its investment in the joint
venture or associate, the Group does not recognise further losses unless it has incurred obligations to do so
or has made payments on behalf of the joint venture or associate.

Unrealised gains arising from transactions with joint ventures and associates are eliminated to the extent of
the group’s interest in the entity.

Going concern
The financial statements have been prepared on the going concern basis of accounting.

The Directors continue to assess the impact of supplier failures on all aspects of the business and measures
have been taken to ensure the Group remains financially sound, whilst also providing the most appropriate
service to consumers and participating companies in the current circumstances.

Specifically, the Group has been able to support hybrid working and focus on the wellbeing of colleagues,
together with ensuring the continued availability of the Group’s services to all stakeholders, with a particular
focus on the more vulnerable consumers.

The Directors have reasonable expectation that the Group has adequate resources to continue to
operational existence for the foreseeable future. This, the Directors continue to adopt the going concern
basis of accounting in preparing the financial statements.

Turnover

Turnover represents subscription and case fee income of the service and any costs recovered in setting up
new ombudsman services.

Case fee income is recognised dependent on the progress of the case and the stage of completion at the
period end.

Subscriptions are included in the financial statements as they become receivable or due.

Intangible fixed assets other than goodwill

Intangible assets acquired separately from a business are recognised at cost and are subsequently
measured at cost less accumulated amortisation and accumulated impairment losses.

Intangible assets acquired on business combinations are recognised separately from goodwill at the
acquisition date where it is probable that the expected future economic benefits that are attributable to
the asset will flow to the entity and the fair value of the asset can be measured reliably; the intangible asset
arises from contractual or other legal rights; and the intangible asset is separable from the entity.
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17

1.8

1.9

Accounting Policies (Continued]

Amortisation is recognised so as to write off the cost or valuation of assets less their residual values over
their useful lives on the following bases:

Software 33% - 50% straight line
Assets under construction Enter amortisation rate via StatDB - cd999270

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over
their useful lives on the following bases:

Leasehold improvements Over the period of the lease
Fixtures and fittings 20% - 50% straight line
Computers 33% straight line or over life of lease

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is recognised in the income and expenditure account.

Fixed asset investments
Equity investments are measured at fair value through surplus or deficit.

In the parent company financial statements, investments in subsidiaries are initially measured at cost and
subsequently measured at cost less any accumulated impairment losses.

A subsidiary is an entity controlled by the Group. Control is the power to govern the financial and operating
policies of the entity so as to obtain benefits from its activities.

Impairment of fixed assets

At each reporting period end date, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual
asset, the company estimates the recoverable amount of the cash-generating unit to which the asset
belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An impairment loss is recognised immediately in surplus
or deficit, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease to the extent it reverses a previous upwards revaluation.
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Accounting Policies (Continued)

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset

(or cash-generating unit] is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or cash-generating unit] in prior years. A reversal of
an impairment loss is recognised immediately in surplus or deficit, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments

The Group has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section 12
‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the Group’s balance sheet when the Group becomes party to the
contractual provisions of the instrument.

Financial assets and liabilities are offset and the net amounts presented in the financial statements when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial
assets classified as receivable within one year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates
or joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets
are subsequently carried at fair value and the changes in fair value are recognised in surplus or deficit,
except that investments in equity instruments that are not publicly traded and whose fair values cannot be
measured reliably are measured at cost less impairment.

Impairment of financial assets

Financial assets, other than those held at fair value through surplus and deficit, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and
the present value of the estimated cash flows discounted at the asset’s original effective interest rate. The
impairment loss is recognised in surplus or deficit.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in surplus or deficit.
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Accounting Policies (Continued]

Derecognition of financial assets

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset

(or cash-generating unit] is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or cash-generating unit] in prior years. A reversal of
an impairment loss is recognised immediately in surplus or deficit, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the Group after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow Group companies and preference
shares that are classified as debt, are initially recognised at transaction price unless the arrangement
constitutes a financing transaction, where the debt instrument is measured at the present value of the future
payments discounted at a market rate of interest. Financial liabilities classified as payable within one year
are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within one
year or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at
transaction price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities
There are no other financial liabilities held by the Group.
Derecognition of financial liabilities

Financial liabilities are derecognised when the Group’s contractual obligations expire or are discharged or
cancelled.

Equity instruments

Equity instruments issued by the Group are recorded at the proceeds received, net of transaction costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the
discretion of the Group.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the profit and loss account because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible.
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Accounting Policies (Continued]

The Group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the reporting end date.

Deferred tax

The Ombudsman Service Limited is only liable to taxation on its investment activities. Deferred tax is
provided for on unrealised gains on the valuation of investments.

Provisions

Provisions are recognised when the group has a legal or constructive present obligation as a result of a past
event, it is probable that the Group will be required to settle that obligation and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the reporting end date, taking into account the risks and uncertainties surrounding the
obligation. Where the effect of the time value of money is material, the amount expected to be required

to settle the obligation is recognised at present value. When a provision is measured at present value, the
unwinding of the discount is recognised as a finance cost in surplus or deficit in the period in which it arises.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services are
received.

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits

Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessees. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets at the lower of the assets fair value at the date

of inception and the present value of the minimum lease payments. The related liability is included in the
balance sheet as a finance lease obligation. Lease payments are treated as consisting of capital and interest
elements. The interest is charged to profit or loss so as to produce a constant periodic rate of interest on
the remaining balance of the liability.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the
dates of the transactions. At each reporting end date, monetary assets and liabilities that are denominated
in foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains and losses
arising on translation in the period are included in profit or loss.
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Cash flows from operating activities
Cash generated from operations

Income taxes paid

Net cash flow from operating activities

Investing activities

Purchase of intangible assets
Purchase of tangible fixed assets
Purchase of subsidiaries
Valuation changes in investments
Receipts arising from loans made

Interest received

Net cash used in investing activities

Financing activities

Proceeds to new finance issues

Net cash generated from/(used in)
financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of year

Cash and cash equivalents at
end of year
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2021 £

(1,229,262)
(1,684,667)

(218,932)
252,145

508,717

2021 £

239,932
(5.627)

234,305

(2,880,716)

508,717

(2,137,694)

7,836,384

5,698,690

2020 £

(228,410)
(436,490)
(100)
(167,636)
192,249
8,319

2020 £

4,420,115
(29,798)

4,390,317

(632,068)

3,758,249

4,078,135

7,836,384
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Judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

Critical judgements

The following judgements (apart from those involving estimates) have had the most significant effect on
amounts recognised in the financial statements.

Fixed asset valuation

Fixed assets are initially recorded at cost and depreciated over their useful economic life. See accounting
policy 1.7.

Useful economic life is based on the anticipated time that the asset will be in use by the company. This is
based on historic experience and asset replacement policies.

Dilapidations provision

The dilapidations provision is based on an average cost per square metre for the property leased to
provide an estimate of likely costs. This is based on historic experience of likely costs but the eventual cost
may differ.

Onerous contract

There is a detailed plan in place to switch contract providers in relation to the case management system.
The current contract is an onerous contract and as this will not be fully utilised in the future periods, a
provision has been created that is based on the cost of the subscription, the minimum users tied into the
contract and the length of the contract.

Bad debt provision

The bad debt provision is based on an estimate of how much is ultimately recoverable from debtors.

Turnover and other revenue

2021 £ 2020 £
Turnover 32,255,408 27,046,871
2021 £ 2020 £
Other significant revenue
Interest income - 8,319

The total turnover of the Group for the year has been derived from its principal activity wholly undertaken in
the UK.
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Auditor’s remuneration

Fees payable to the company’s auditor and associates:

For audit services

Audit of the financial statements of the Group and company

For other services

Taxation compliance services

All other non-audit services

Operating Profit

Operating profit for the year is stated after charging:

Exchange differences apart from those arising on financial instruments

measured at fair value through profit or loss

Depreciation of owned tangible fixed assets

Depreciation of tangible fixed assets held under finance leases
Amortisation of intangible assets

Operating lease charges

Employees

2021 £

17,250

1,010
2,500
3,510

2021 £

27
438,399
26,976
256,335
677,554

2020 £

11,339

1,065
1,500
2,565

2020 £

473,545

915,336
1,285,247

The average monthly number of persons (including directors) employed by the Group and company during

the year was:

Management and administration

Their aggregate remuneration

comprised:

Wages and salaries
Social security costs

Pension costs
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Group 2021
Number

487

Group 2021
£

16,688,721
1,588,179
591,681
18,868,581

Group 2020
Number

482

Group 2020
£

13,279,388
1,261,387
517,403
15,058,178

Company 2021
Number

47

Company 2021
£

15,472,329
1,448,950
557,480
17,478,759

Company 2020
Number

428

Company 2020
£

13,094,883
1239,569
514,550
14,849,002
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Employees
Group 2021 Group 2020
£ £
Redundancy payments made or 708,997 523,672
committed

Directors’ remuneration

Remuneration for qualifying services

Company pension contributions to defined contribution schemes

Company 2021

2021 £

588,162
40,469
628,631

Company 2020

2020 £

440,420
32,101
472,521

The number of directors for whom retirement benefits are accruing under defined contribution schemes

amounted to 5 (2020 - 4).

Remuneration disclosed above includes the following amounts paid to the highest paid director:

Remuneration for qualifying services

Company pension contributions to defined contribution schemes

Interest receivable and similar income

Interest income

Interest on bank deposits

Change in value of investments

Fair value gains/(losses) on financial instruments

Change in value of investments

Taxation

Current tax

UK corporation tax on surplus for the current period

2021 £

224,394
20,885

2021 £

2021 £

252,145

2021 £

774

2020 £

208,822
20,475

2020 £

8,319

2020 £

192,249

2020 £

39,798
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10 Taxation (Continued)

Deferred tax
Origination and reversal of timing differences

Changes in tax rates

Total deferred tax

Total tax charge

The actual charge for the year can be reconciled to the expected charge for the year based on the surplus

or deficit and the standard rate of tax as follows:

Surplus before taxation

Expected tax charge based on the standard rate of corporation tax in

the UK of 19.00% (2020: 19.00%)
Exempt activity

Taxation charge

2021 £

75,890
4,137

80,027
80,801

2021 £
607,505
115,426
(34,625)

80,801

2020 £

39,798

2020 £
1,167,531
221,831
(182,033])

39,798

Ombudsman Services Limited is liable to corporation tax on its investment income but is exempt from
corporation tax on Alternative Dispute Resolution activities, which are not considered to be trading

activities for the purposes of taxation.

n Intangible fixed assets

Group

Cost

At 1January 2021
Additions

At 31 December 2021

Amortisation and impairment
At 1January 2021
Amortisation charged for the year

At 31 December 2021
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Software

3,397,191

3,397,191

3,038,914
256,335
3,295,249

Assets under
construction

1,229,262
1,229,262

Total £

3,397,191
1,229,262
4,626,453

3,038,914
256,335
3,295,249
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Intangible fixed assets (Continued)

Group

Carrying amount
At 31 December 2021
At 31 December 2020

Company

Cost

At 1January 2021
Additions

At 31 December 2021

Amortisation and impairment
At 1January 2021
Amortisation charged for the year

At 31 December 2021

Carrying amount
At 31 December 2021
At 31 December 2020

Software

101,942
358,277

Software

3,397,191

3,397,191

3,038,914
256,335
3,295,249

101,942
358,277

Assets under
construction

1,229,262

Assets under
construction

1,229,262
1,229,262

1,229,262

Total £

1,331,204
358,277

Total £

3,397,191
1,229,262
4,626,453

3,038,914
256,335
3,295,249

1,331,204
358,277
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Tangible fixed assets

Group

Cost

At 1January 2021

Additions

Transfers

At 31 December 2021

Depreciation and

impairment

At 1January 2021

Depreciation charged

in the year

At 31 December 2021

Carrying amount
At 31 December 2021
At 31 December 2020

Company

Cost

At 1January 2021

Additions

Transfers

At 31 December 2021

Depreciation and

impairment

At 1January 2021

Depreciation charged

in the year

At 31 December 2021

Carrying amount
At 31 December 2021
At 31 December 2020
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Leasehold
improvements
£

778,261
796,589
232,808
1,807,658

130,953

179,302
310,235

1,497,403
647,308

Leasehold
improvements
£

778,261
796,589
232,808
1,807,658

130,953

179,302
310,235

1,497,403
647,308

Assets under
construction
£

125,132
560,832
(290,296)
395,668

395,668
125,132

Assets under
construction
£

125,132
560,832
(290,296)
395,668

395,668
125,132

Fixtures and
fittings
£

3,306,626
249,773
56,285
3,612,684

2,950,029

213,876
3,163,905

448,779
356,597

Fixtures and
fittings
£

3,306,626
249,773
56,285
3,612,684

2,950,029

213,876
3,163,905

448,779
356,597

Computers

£

2,289,471
129,408
1,203
2,420,082

2,180,383

72,197
2,252,580

167,502
109,088

Computers

£

2,244,651
77,473
1,203
2,323,327

2,176,986

44,391
2,221,377

101,950
67,665

Total

£

6,499,490
1,736,602

8,236,092

5,261,365

465,375
5,726,740

2,509,352
1,238,125

Total

6,454,760
1,684,667

8,139,337

5,257,968

437,569
5,695,537

2,443,800
1,196,702
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13

52

Tangible fixed assets

The net carrying value of tangible fixed assets includes the following in respect of assets held under finance

leases or hire purchase contracts.

Group 2021
£
Leasehold improvements 539,523
Fixed asset investments
Notes Group 2021
£
Investments in subsidiaries 14 -
Listed Investments 3,795,915
3,795,915

Movements in fixed asset investments

Group

Cost or valuation
At 1January 2021
Valuation changes

At 31 December 2021

Carrying amount
At 31 December 2021
At 31 December 2020

Group 2020
£

Group 2020
£

3,576,983
3,576,983

Company 2021
£

539,523

Company 2021
£

100
3,795,915
3,796,015

Company 2020
£

Company 2020
£

100
356,983
3,577,083

Investments
£

3,576,983
218,932
3,795,915

3,795,915
3,576,983
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13 Fixed asset investments (Continued)

Movements in fixed asset investments

Company

Cost or valuation
At 1January 2021
Valuation changes

At 31 December 2021

Carrying amount
At 31 December 2021
At 31 December 2020

14 Subsidiaries

Details of the company’s subsidiaries at 31 December 2021 are as follows:

Name of undertaking

Lumin Tech Limited

15 Debtors

Amounts due within one year:

Trade debtors
Other debtors

Prepayments and accrued income
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Registered office

England and Wales

Group 2021
£

3,623,276

1,048,030
4,707,306

Shares in
subsidiaries

100

100

100
100

Group 2020
£

3,347,713

1,544,883
4,892,596

Other
investments

3,576,983
218,932
3,795,915

3,795,915
3,576,983

Class of shares
held

Ordinary

Company 2021
£

3,623,276
316,452
1,054,818
4,994,546

Total

3,577,083
218,932
3,796,015

3,796,015
3,577,083

% Held Direct

100.00

Company 2020
£

3,347,713
89,333

1,544,883
4,981,929
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16 Creditors: amounts falling due within one year

Notes Group 2021 Group 2020 Company 2021 Company 2020

£ £ £ £
Obligations under 18 169,950 - 169,950 -
finance leases
Trade creditors 1,553,032 610,061 1,532,360 585,554
Corporation tax payable 20,991 27,151 4,550 27,151
Other taxation and social 1,102,981 1,264,234 880,142 1,174,560
security
Other creditors 122,897 113,926 114,905 331,691
Accruals and deferred 917,309 2,294,327 1,368,024 2,270,474
income

3,887,160 4,309,699 4,069,931 4,389,430

17 Creditors: amounts falling due after more than one year

Notes Group 2021 Group 2020 Company 2021 Company 2020
£ £ £ £
Obligations under 18 338,767 - 338,767 -
finance leases
Accruals and deferred 984,885 1,232,595 984,885 1,232,595
income 3,887,160 1,232,595 1,323,652 1,232,595

Accruals and deferred income due after more than one year relates to the receipt of a lease premium which
is being spread over the life of the lease.

18 Finance lease obligations

Group 2021 Group 2020 Company 2021 Company 2020
£ £ £ £

Future minimum lease payments due
under finance leases:

Within one year 169,950 - 169,950 -
In two to five years 338,767 - 338,767 -
4,707,306 - 508,717 -

Finance lease payments represent rentals payable by the company or group for certain items of leasehold
improvements. Leases include purchase options at the end of the lease period, and no restrictions are
placed on the use of the assets. The average lease term is 3 years. All leases are on a fixed repayment basis
and no arrangements have been entered into for contingent rental payments.
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Provisions for liabilities

Onerous contract provision
Dilapidations provision

Other provisions

Movements on provisions:

Group

At January 2021
Additional provisions in the year
Utilisation of provision

At 31 December 2021

Company

At January 2021
Additional provisions in the year
Utilisation of provision

At 31 December 2021

Deferred taxation:

Group

Accelerated capital allowances

Investments
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Group 2021
£

90,004
749,379
53,500
892,883

Onerous
contract
Provision
£

320,200
(230,196)
90,004

Onerous
contract
Provision
£

320,200

(230,196)
90,004

Group 2020
£

320,200
468,179
53,500

841,879

Dilapidations
provision

£

468,179
281,200

749,379

Dilapidations
provision

£

468,179
281,200

749,379

Company 2021 Company 2020

£ £
90,004 320,200
749,379 468,179
53,500 53,500
892,883 841,879
Other Total
Provisions

£ £

53,500 841,879
- 281,200
- (230,196)
53,500 892,883
Other Total
Provisions

£ £

53,500 841,879

- 281,200

- (230,196)
53,500 892,883
Liabilities Liabilities
2021 2020

£ £

17,237 -

111,946 47849
129,183 47,849
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Deferred taxation (continued)

Company

Investments

Movements in the year:

Liability at 1 January 2021
Charge to profit or loss
Effect of change in tax rate - profit or loss

Liability at 31 December 2021

Retirement benefit schemes

Defined contribution schemes

Change to surplus or deficit in respect of defined contribution schemes

Liabilities
2021
£

111,946

Group
2021
£

47,849
79,454
1,880

129,183

2021
£

561,681

Liabilities
2020
£

47,849

Company
2021
£

47,849
66,354
(2,257)
111,946

2020
£

517,403

A defined contribution pension scheme is operated for all qualifying employees. The assets of the scheme
are held separately from those of the Group in an independently administered fund.

Operating lease commitments

Lessee

At the reporting end date the Group had outstanding commitments for future minimum lease payments

under non-cancellable operating leases, which fall due as follows:

Group 2021 Group 2020
£ £

Within one year 860,000 860,000

Between two and five years 3,440,000 3,440,000

In over five years - 860,000
4,300,000 5,160,000

Company 2021 Company 2020

£

860,000
3,440,000

4,300,000

£

860,000
3,440,000
860,000
5,160,000
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Related party transactions
Remuneration of key management personnel

The remuneration of key management personnel is as follows.

2021 £ 2020 £

Aggregate compensation 1,463,300 1,450,175

The remuneration of key management personnel is set by the Remuneration Committee and is
benchmarked against remuneration of similar sized companies according to data provided by Towers
Watson.

There is no overall controlling party of the company.
Contingent Liability

The Alternative Dispute Resolution (ADR] Services provided by The Ombudsman Service Limited have been
treated as a non-trading activity and therefore not subject to corporation tax. This is on the basis that:-

e There is a statutory duty on certain companies to give their customers access to appropriate ADR.
e A statutory authority has given approval to The Ombudsman Service Limited to provide the ADR service

e The Ombudsman Service Limited governance, independence and structure require approval by Ofcom
and Ofgem.

¢ The Ombudsman Service charges for its services on the basis of covering costs.

HMRC is in the process of reviewing the status of the activities for tax purposes and has raised additional
tax assessments. If HMRC'’s position were upheld, the liability to HMRC would be approximately £1.9 million.
As the assessments are disputed by the company, this potential liability has not been recognised in the
financial statements.
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Cash generated from operations

Group

Profit for the year after tax

Adjustments for:

Taxation charged

Investment income

Amortisation and impairment of intangible assets
Depreciation and impairment of tangible fixed assets
Change in value of investments

Increase/(decrease] in provisions
Movements in working capital:

Decrease in debtors

(Decrease]/increase in creditors

Analysis of changes in net funds

Group 1 January 2021
£
Cash at bank and in hand 7,839,163

Obligations under finance leases -

7,839,163

2021 £

526,704

80,801
256,335
465,375
(252,145)
51,004

185,290
(834,039)
479,325

Cash flows
£
(1,950,236)
(508,717)
(2,458,953)

2020 £

1,127,733

39,798
(8,319)
915,336
473,545
(192,249)
(29,346)

1,330,065
811,051
4,467,614

December 2021
£

5,888,927
(508,717
5,380,210
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27 Cash generated from operations

Company 2021 £ 2020 £
Profit for the year after tax 427,221 1,093,233
Adjustments for:

Taxation charged 47,123 39,798
Investment income - (8,319)
Amortisation and impairment of intangible assets 256,335 915,336
Depreciation and impairment of tangible fixed assets 437,569 470,148
Change in value of investments (252,145) (192,249)
Increase/(decrease] in provisions 51,004 (29,346)

Movements in working capital:

Decrease in debtors (12,617) 1,240,732
(Decrease]/increase in creditors (714,558) 890,782
239,932 4,420,115

27 Analysis of changes in net funds

Company 1January 2021 Cash flows December 2021
£ £ £

Cash at bank and in hand 7,836,384 (2,137,694) 5,698,690

Obligations under finance leases - (508,717) (508,717)
7,836,384 (2,646,411) 5,189,973
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